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The Plan’s fixed-income options

Changes to the CalPERS Supplemental Income 457 Plan fixed-income investment
options, including the replacement of the Stable Value Fund, were announced in
the third quarter 2010 issue of Making Cents. Participants who had monies in the
Stable Value Fund were automatically moved to the Short-Term Investment Fund.

In the months since the changes were made, some participants are still getting to
know their choices. To encourage all participants to become familiar with the
fixed-income investments lineup, here is a short summary.

Many financial experts recommend that a well-diversified portfolio should include
an allocation to options that invest in bonds. Bonds pay a regular stream of cash
payments. Although the value of bonds may vary with rising or declining interest
rates, they typically do not fluctuate in value as much as stocks. Since their value
tends to be more stable, bonds provide a hedge against the day-to-day market
volatility that affects stocks.

The Plan gives participants four different options for including a fixed-income
allocation in their account portfolios.

SSgA Short-Term Investment Fund which replaced the Stable Value Fund may
be appropriate for participants with very low risk tolerance who are willing to
accept a conservative rate of return in order to potentially preserve principal
and minimize volatility.

PIMCO Short-Term Bond Fund may be appropriate for participants seeking
enhanced returns, stable principal, and the ability to access their money (liquidity).

CalPERS Treasury Inflation Protected Securities (TIPS) may add a degree of
inflation protection to a portfolio.

CalPERS Total Return Bond Fund may be appropriate for participants willing
to accept greater volatility in order to potentially gain a higher yield.

These funds involve different investment strategies with varying potential risks and
returns. For fund fact sheets describing each fund and its investment objectives,
risks, fees, and expenses, go to the Plan website at https://calpers.ingplans.com
or call the Plan Information Line at (800) 260-0659. You should carefully read and
review all investment information prior to making any investment decisions.

Fund trading restrictions

CalPERS has a frequent trading policy to help protect the interests
of CalPERS Supplemental Income 457 Plan participants.

The policy is intended to prevent excessive short-term or disruptive trading in funds. Multiple

round-trip trades into and out of a fund are subject to restrictions. Frequent trading

drives up fund costs and potentially reduces fund performance. To view the policy, go

to http://www.calpers.ca.gov/index.jsp?bc=/investments/policies/other/home.xml.
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after you retire

The Plan is designed to help you save
while you are working and supplement
income when you retire.

You can stay in the Plan after you retire. If
you are not ready to make a decision, take
your time — there’'s no immediate deadline.
The law does require you to begin taking
Required Minimum Distributions (RMDs)
from your retirement accounts by April 1
after the calendar year when you reach age
70% or quit working, whichever happens later.

Keeping your retirement assets in the Plan
provides several advantages:

+ A wide choice of investment options so
you can maintain your current portfolio
or make adjustments as your personal
situation or risk tolerance changes.

« Convenient 24/7 account management,
plus access to information about the
Plan, your account, and investment
tools and education anytime, either
online or by phone.

* Avariety of flexible payout options when
you are ready to withdraw your money.

+ Personal assistance with your Plan
account and payout choices from a
CalPERS 457 Plan Account Manager.

Whether you are close to retiring or already
retired, consider meeting with a CalPERS
457 Plan Account Manager to review your
account. You may want to talk with a tax
or financial adviser before making financial
decisions.

Plan Information Line: (800) 260-0659
Plan website: https://calpers.ingplans.com



What's your investing style?

In a recent survey, government employees were

asked to describe their investing style by choosing

one of three broad categories:

: Want to “protect” savings and avoid
any possible losses

*  Moderate: Willing to accept a moderate level of risk
to possibly have moderate investment growth

» Aggressive: Willing to accept a high level of risk to
possibly achieve high asset growth

~

Which best describes your retirement
investment philosophy?

Moderate 44%

(¥4 Aggressive

Results are from Public Employees in Focus published by the ING
Retirement Research Institute in September 2010. J

A

The majority reported they are risk averse, with only six
percent saying they are aggressive retirement investors.

Given the timing of the survey, these answers are not
surprising. Memories of the market's record low in March
2009 were still fresh when the survey was conducted.

In the three years following the 2008-2009 global financial
crisis, investment options that invested in stocks rose in
value. If your investing style was aggressive or moderate,
most likely you participated in the gains. If you pulled
out of the market in an attempt to avoid losses, you
missed out on the recovery.

Be true to your own style

While it's interesting to know how other government
employees invest, you don't want to run with the pack.

Instead, you want to understand your own ability to handle
risk based on your personal circumstances, including your
age, income, the amount of time left for investing before
you expect to retire, confidence in investing, and attitude
toward short-term market volatility.

Risk is part of investing. But did you know there are
different types of risk, not just the risk of an investment
losing value? For example, maintaining a portfolio of only
the most conservative investments could expose you to the
risk of running out of retirement assets too soon.

You can be better prepared to manage risk by maintaining
an investment mix in your Plan account using diversification
and asset allocation. Diversification involves spreading your
dollars among a variety of investments. Asset allocation

is deciding how to diversify by dividing your money
among different asset classes, such as stocks, bonds,

or cash equivalents.

Of course, using diversification or asset allocation as part
of your investment strategy does not assure or guarantee
better performance and may not protect against loss in
declining markets. Past performance does not guarantee
future results.

To develop and pursue your retirement investing strategy,
be sure to determine what type of investor you are.

Go to the Plan website or call the Plan Information Line
to learn more about the tools, education, and services
available to help you understand and stick to your
investing style.



Make your retirement savings count

After you retire, your financial needs may change.

Given longer life expectancies and inflation, you'll

need to make sure you don't end up outliving your
retirement savings.

As a result, you may need to fine-tune your investment
strategy. Keep in mind:

Don't neglect growth.

Many retirees believe retirement is a time to shift their
money into conservative money market funds or certificates
of deposit (CDs). While these vehicles may involve little risk
to principal, the return they offer may not keep up with
the rate of inflation.* Since stock returns have historically
outpaced inflation by a wider margin than the returns of
other securities, consider including some investment
options that invest in stocks throughout retirement.**

Balance income and risk.

Along with some investment options that invest in
stocks, investing in fixed-income investment options
could help provide a consistent stream of income during

your retirement years. The amount of risk you take on
should be determined in part by your income needs.

For example, if you expect to receive income from other
sources during retirement, you may be able to focus your
investment strategy on investment options that offer lower
income potential but may also be less risky. However, if
you need to generate more income, you may have to take
on more risk.

A number of variables, including your risk tolerance

and need for income and growth, should help guide your
retirement investment decisions. You may want to consult
a qualified financial professional to reassess your portfolio
in light of your changing needs.
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* Investment in a money market fund is neither insured nor guaranteed by the
U.S. government, and there can be no guarantee that the fund will maintain a
stable S1 share price. The fund's yield will vary. Certificates of Deposit (CDs)
offer a guaranteed rate of return, guarantee repayment of principal, and are
generally insured by the Federal Deposit Insurance Corp. (FDIC), but do not
necessarily protect against the rising cost of living.

** Source: Standard ¢ Poor’s. For the 75-year period ended December 31, 2006.
Past performance does not guarantee future results.

If you need to retire sooner than you thought

Forty-five percent of retirees reported they

retired sooner than they had planned, according
to the 2011 survey by the Employee Benefit Research
Institute (EBRI).'

Those surveyed cited several reasons why:
« Health problems or disability: 63 percent
« Employer downsizing or closure: 23 percent

* Providing care for other family members: 18 percent

Although these facts present a stark picture, there are
things you can do now to prepare yourself for the unexpected.
As a start, consider these steps:

First, invest as much as you can while you are still working.

If you are participating in a voluntary 457(b) plan, you are
allowed to contribute a maximum of $16,500 in 2011. If you are
age 50 or older, you are eligible to make an additional catch-up
contribution of $5,500.

Second, invest smart: maintain a portfolio with a mix of options
that invest in stocks, bonds, and cash equivalents appropriate for
your time horizon and keep an eye on your investment costs.

Third, be sure to maintain an emergency fund of liquid savings
that you can tap into for unexpected expenses such as a car or
home repair.

Fourth, determine when you will start collecting Social Security
if you or your spouse are eligible (in some states, government
employees do not pay into Social Security and therefore do not
receive benefits at retirement). While most people qualify for
Social Security benefits at age 62, waiting until you reach full
retirement age entitles you to a larger benefit — a retirement
credit of as much as eight percent annually, depending on

the year of your birth and how long you wait. Log on to
www.ssa.gov to review the estimated benefits you can
expect at different ages before making a decision.

1 Source: 2011 Retirement Confidence Survey, Employee Benefit Research Institute, a private, nonprofit research institute based in Washington, D.C., that focuses on health, savings,
retirement, and economic security issues. Percentages do not add up to 100 percent. Survey results available at www.ebri.org.

Articles by McGraw-Hill Financial Communications and ING. Not intended to provide tax or investment advice.




What do you know about rebalancing?

The Plan website offers a convenient option called
automatic rebalancing for the investment options
in your Plan account.

So what is rebalancing? It's not the same as “reallocating,”
which is making an outright change in how the money in
your account is distributed among different asset classes
in your portfolio. Take this quiz to find out how much you
know about rebalancing.

&8 Rebalancing means:
a. Investing equally in stocks and bonds

b. Picking investments likely to perform well
next year

c. Adjusting your portfolio to maintain a specific
investment mix

alancing can help reduce risk by:

Allowing you to invest set amounts of money
at fixed intervals

Spreading your investments across the asset classes
Preventing overexposure to a single asset class

EB Investment professionals consider it a good
idea to rebalance your retirement account:

a. Every quarter
b. Every year

c. Whenever the stock market falls
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Answers:

1. c. Rebalancing means adjusting your portfolio to achieve
the asset mix that's appropriate for your time horizon,
investment objectives, life circumstances, and risk
tolerance. Generally, rebalancing involves selling assets
in one or more of the investment options in your Plan
account and using the proceeds to buy shares of other
investment options. The idea is to get back to the target
percentages you set originally based on how you feel
about risk and the time remaining before you retire.

2. c. Rebalancing can help reduce risk by preventing
overexposure to a single asset class. After a long bull
market, for example, an unbalanced portfolio may be
top-heavy in options that invest in stocks and therefore
more vulnerable to the inevitable downturn. Rebalancing
does not assure or guarantee a profit and can't prevent
loss in declining markets. However, it may help you
maintain the investment strategy appropriate for you
over the long haul.

3. b. It's a good idea to rebalance your Plan account once
a year because market conditions may have pushed your
portfolio out of alignment with your asset allocation
strategy. But any life event that substantially affects
your income, expenses, or financial goals may be a good
reason to change your investment mix, too. You should
also reconsider your portfolio allocation if your risk
tolerance or investment objectives have changed. If
you have invested in a target date fund, the rebalancing
decisions are handled for you by the fund manager.

quarterly calendar

The New York Stock Exchange is closed:
* Monday, September 5, 2011

Transactions made on this day will be
processed the following business day.
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